APPENDI X Q

USE OF CONTRACTI NG IN SOLVI NG MCBI LI ZATI ON
MANPOAER PROBLEMS

A PURPGSE

Thi s appendi x exam nes the potential of contracting as a neans of neeting
mobi | i zati on manpower denmands at DoD installations. It points to sone advant-
ages and di sadvantages of contractors versus direct hires in a nobilization
environnent, then covers the current peacetine installation contracting situa-
tion, which sets the stage for nobilization performance, and finally exam nes
alternative nethods of preparing in peacetinme for additional contract coverage
on nobilization.

B. MOBI LI ZATI ON ENVI RONVENT

1. Installation Situation

Each DoD installation wll face sonme situations unique to it alone,
because of its mssion, |ocation and manni ng and because of external events.
Some installations will support very rapid deploynments foll owed by a status
now unknown. O hers will experience a steady buildup of activity that wll
then level off and remain high. Sonme will be required to open satellite
facilities, perhaps operating themwth current enployees. Sone will increase
greatly in strength, others may transfer out many of their current enployees.

2. Anticipation of Probable Changes

In planning for nobilization, each installation needs to consider the
| i kely changes that it can anticipate in its locality, its region, and country-
wide. There may be increased |ocal conpetition fromother DoD installations or
from defense industry for sonme skills, but it is alnost certain that there wl|
be such increased conpetition nationally for selected skills. The pace of
activity wll nost likely increase at least in the early days and weeks of a
mobi | i zation.  There should be a decreased enphasis on dollar costs and an
I ncreased attention to the managenment of other constraining resources, including
manpower. Mlitary manpower w ||l become scarce outside of deployable units.

3. Contracting as a Valuable Mbilization Tool

In this environment additional contracting may offer the best way for
many installations to neet new and increased manpower requirenents. Figure
Q 1 conpares Federal civilian and contractor enployees under nobilization
condi tions. Figure Q2 then |ooks at exanples of installation nobilization
situations which favor either in-house or contract sources of nmanpower.
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C. BACKGROUND FOR MCOBI LI ZATI ON - PEACETI ME CONTRACTI NG

1. The Basic Directive - O Crcular No. A-76

a. The Ofice of Managenent and Budget in the Executive Ofice
of the President publishes its Grcular No. A-76 to establish Federal
policy regarding the operation of comercial activities (CAs) by Federal
agencies. The Circular concentrates on the choice between commerci al
and in-house sources to conduct commercial activities (those which could
be acconplished by commercial sources). A supplenent to the Circular
I mpl enents the policy by establishing procedures for determ ning which
source shall be used in each case. The supplenent is an integral part of
the CGrcular, and conpliance with all parts of the supplenent is mandatory.
The supplenent is divided into four parts, as follows:

Part | Policy | nplenentation - the general inplenentation instruc-
tions for the Grcular. Included in this part are detail ed
flow charts and narrative descriptions, inventory and re-
view requirenments, and annual reporting requirenents.

Part |1 Witing and Adm nistering Performance Work Statenents - sets
forth the steps needed to develop, wite, and admnister a
performance work statenment and a quality assurance plan for
both in-house or contract operation of a commercial activity.

Part 11l Managenent Study Guide - sets forth the recommended pro-
cedures for conducting the managenent review of the in-
house organi zati on.

Part IV  Cost Conparison Handbook - provides detailed instructions
for devel oping a conprehensive and valid conparison of the
estimated cost to the Governnent of acquiring a product or
service by contract and of providing it wth in-house
personnel and resources.

b. CGrcular No. A-76 states that it is the policy of the United
States Governnent to achi eve econony, enhance productivity, and rely primarily
on the conmercial sector to provide conmercial products and services while
retaining governnental functions in-house. Governnental functions are those so
intimately related to the public interest as to mandate perfornmance by govern-
ment enployees. They normally fall into two categories:

(1) The act of governing, such as crimnal investigations,
direction of national defense, managenent and direction of
the Armed Forces, activities perfornmed exclusively by
mlitary personnel who are subject to depl oyment, conduct of

foreign relations, direction of Federal enployees, direction
of intelligence and counter-intelligence, etc.

(2) Monetary transactions and entitlenents
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MOBI LI ZATI ON CONDI TI ONS CAUSI NG | NSTALLATI ON ADVANTAGES
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c. The Grcular and its supplenent shall not apply under a nunber of
ci rcunmst ances, including:

(1) To DoD in tinmes of a declared war or mlitary nobilization.
(2) Solely to avoid personnel ceilings or salary limtations.
(3) Conduct of research and devel opnent.

(4) To authorize contracts that establish an enpl oyer-enpl oyee
rel ationship between the Government and contractor enpl oyees.

Note that, although the DoD need not follow this Circular during a mlitary
mobi l'ization, the inplenmentation of the Crcular in peacetine can affect
the capability of the DoD and its installations to acconplish nobilization
m ssi ons.

d. Governnent performance of a commercial activity is authorized if:
(1) No satisfactory commercial source is available, or use
of such a source woul d cause unacceptabl e delay or dis-
ruption of an essential program
(2) The Secretary of Defense or his designee determ nes that

Governnment performance is required for national defense
reasons.

(3) It is in the best interests of patient care in Govern-
ment nedical facilities.

(4) The Governnent is or can operate the activity at an
estimated | ower cost.

2. Ofice of the Secretary of Defense (0SD) | nplenentation

a. OSD inplenentation of Circular A-76 is by DoD Directive 4100. 15

and DoD Instruction 4100.33. Figure @3 lists the nunber and title of the OVB
and DoD basic directives.

STATUS OF BASI C DI RECTI VES ON COWERCI AL ACTI VI TI ES

Ofice of Circular No. A-76, Performance of Comrercial Activities,
Managenent and
and Budget
Suppl ement, OVB Circular No. A-76, (procedures).
Depart nent DoD Directive 4100.15, Commercial Activities Program
of Defense

DoD Instruction 4100.33, Conmercial Activities Program
Procedur es

Figure Q3
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b. The DoDD and DoDI apply to DoD conponents (0SD, Mlitary Depart-
ments and Defense Agencies) in the United States, its territories and posses-
sions , the District of Colunbia and the Commonwealth of Puerto Rico. Thei r
provi sions are not mandatory for commercial activities staffed with civilian
personnel paid by non-appropriated funds, such as mlitary exchanges. However
their provisions are mandatory for commercial activities when they are par-
tially staffed with civilian personnel paid by appropriated funds, such as
libraries, open messes, and other norale, welfare and recreation activities.
The DoDD and DoDlI do not:

(1) Apply to governmental functions;

(2) Apply when contrary to |aw, Executive Orders, or any treaty
or international agreenent;

(3) Apply in tines of a declared war or mlitary nobilization;

(4) Provide authority to enter into contracts;

(5) Apply to the conduct of research and devel opment except
for severable in-house commercial activities in support of

research and devel opnent;

(6) Justify conversion to contract solely to avoid personnel
ceilings or salary limtations;

(7) Authorize contracts that establish an employer-
enpl oyee rel ati onship between the DoD and contractor
enpl oyees as described in FAR 37.107.

c. The policy stated in DoDD 4100. 15 i ncl udes:

(1) Ensure DoD M ssion Acconplishnment. |nplenmentation
shall consider the overall mssion of the DoD and the
def ense objective of maintaining readi ness and sus-
tainability to ensure a capability to nobilize the
def ense force and support structure.

(2) Retain Governnent Functions |n-House.
(3) Rely on the Conmercial Sector.
(4) Achieve Econony and Enhance Productivity.
d. The DoD Directive assigns responsibilities, including:

(1) Assistant Secretary of Defense (Acquisition and
Logi stics) or designee:

(a) Reviews DoD conponent decisions to perform DoD

CAS i n-house for national defense reasons other
than cost, new requirenments, or expansions.
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(b) Establishes criteria for determning whether a
CAis required to be operated for reasons of
nati onal defense by either DoD mlitary or
civilian enpl oyees.

(2) Heads of DoD Conponents:

Approve or disapprove in-house performance of DoD

CAS, new requirenments, and expansions for reasons of
national defense, lack of a satisfactory conmerci al
source, or in the best interest of direct patient care.

e. The DoD Instruction (DoDI 4100.33) specifies in nore detail the
conditions that will permt the continued in-house operation of a comerci al
activity. These conditions include:

(1) For national defense reasons, considering the wartine
and peacetinme duties of the specific positions involved
rather than in ternms of broad functions.

(a) A commercial activity staffed with mlitary
personnel, when the activity is essential for
training or experience in required mlitary skills,
provides a rotation base, or is necessary to pro-

vide career progression to needed mlitary skill
| evel s .

(b) A Core Logistics Activity, i.e., one necessary to
mai ntain a logistics capability (including personnel,
equi pnment and facilities) to ensure a ready and
controlled source of technical conpetence and re-
sources necessary to ensure effective and tinely
response to a nobilization, national defense

contingency situations and other energency require-
ment s.

(c) The DoD components may propose other criteria for
exenpting activities for national defense reasons.

(2) No satisfactory commercial source available

(a) There is no satisfactory commercial source capable
of providing the product or service.

(b) Use of a comercial source would cause an unacceptable
delay or disruption of an essential program

(3) In best interests of patient care.

3. lnplenentation by Mlitary Services

a. Each of the MIlitary Services has issued directives inplenenting
OMB Circular No. A-76, DoD Directive 4100.15 and DoD | nstruction 4100. 33.
Figure Q4 lists those directives.
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b. AR 5-20 provides several clarifying tables, such as Table 1-1,
Approval Authority for In-House Performance, and Table 4-1, “Types of Contracts”,
that assist the reader in absorbing and understanding the material.

C. AFR 26-1 includes exanples of many fornms useful or required
in the cost and analysis process. Fromthe standpoint of a manpower or
personnel planner, Attachnents 2 through 5 are particularly useful as
t hey concern the manpower mx (mlitary, civilian, or contract) decision
process and several of the elements inportant to that process such as
the coding of mlitary essential positions, the Unsatisfactory Rotation
| ndex Program and the Critical MIlitary Skills Program

M LI TARY SERVI CE DI RECTI VES ON COMMVERCI AL ACTI VI TI ES

U S. Arny Arny Regul ation 5-20,"Commercial Activities Progrant,
dated 1 Feb 85

U S. Navy OPNAV Instruction 4860.7B, “Navy Comercial Activities
(CA) Progrant, 18 March 1986

U.S. Air Force AF Regul ation 26-1, “Manpower Policies and Procedures,
Conparative Costs Analysis,” Volume |, dated 2 Ot 81

US Marine Corps Marine Corps Order 4860.3C, “Qperation of Conmerci al
Activities”, dated 27 Sep 82

Figure Q4

D.  PREPARATI ON FOR ADDI TI ONAL CONTRACTI NG ON MOBI LI ZATI ON

1. Factors Determining the Feasibility of Alternatives

a. The peacetinme planning situation will determ ne the best types
of preparation for nobilization contracting. Perhaps the nost inportant
element is how well the need can be defined. Another is the |evel of peace-
time contracting in the function concerned conpared to the |evel needed during
mobi | i zat i on. Still another is the contracting environnment around the
installation.

b. The range of possible actions is w de. |f there is no peace-
time contracting in the function concerned, then the possible preparations
m ght begin with an inventory of possible contractors and their capabilities.
| n- house readi ness for nobilization contracting can inprove greatly with
additional trained contracting officers backed with adequate references, forns
and other office materials. Probably the ultimate practical |evel of readiness
woul d involve a 24-hour alert contracting team and predrafted contracts.
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c. |If there is peacetine contracting in the function of interest,
then additional preparations are feasible. One is to require continued,
and if necessary, expanded operations during nobilization or other
energencies as a part of the contract. The installation can also re-
quire, as part of the contract, specific peacetine activities in pre-
paration, such as the annual subm ssion of a contractor’s plan to neet
the activities desired of himin a nobilization or other energency,
participation in exercises and having any security clearances required
by these preparatory activities. | f the range of possible nobilization
requi rements can be defined, it is possible to have several options

covering that range in the contract, any one of which the installation
can activate in a nobilization.

d. There is a possible internediate situation between those
descri bed above, nanely where a peacetine contractor in one function nmay
be asked to expand his activities into other functions at nobilization.

e. Figure Q5 shows the relationship anong the various factors.

2. Service actions.

a. AR 5-20 refers in paragraph 4-13, Mobilization Requirenents,
to the types of actions shown in colum (4) of Figure Q5. |t points out
that the solicitation nust define the peacetinme requirements sufficiently
to permt proper pricing and funding. Columm (6) inplies an even higher
| evel of requirements definition, specifically the nobilization requirenents.
Contracting officials indicate that the nunber of available contracting

officers will limt the capability to expand contracting quickly in
conti ngenci es

b. The U S. Air Force has gone farther than the other Mlitary
Departnments in the institutionalization of contingency contracting
readi ness through its AFR 70-7, Contingency Contracting Support Program
issued in July, 1982. Each Air Force mmjor command issues a suppl ement
to the regulation and it applies to all Ar Force installations. Its
purpose is to provide a 24-hour capability for responsive contracting
action during energencies and depl oyments and to permt continued
contracting action even if conputer support is lost. The AFR requires
t he devel opnment and mai ntenance of Contingency Contracting Depl oynent
Kits for Contingency Contracting O ficers during energencies, tailored
to the depl oynent |ocation and situation.

c. Figure Q6 lists selected other docunents of particular
significance to peacetine preparation for nobilization contracting.
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SELECTED REFERENCES RELATI NG TO PREPARATI ON
FOR MOBI LI ZATI ON CONTRACTI NG

-

1
DoD Directive 1130.2, “Managenent and Control of Engineering and Techni cal
Services”, dated January 26, 1983

DoD Directive 3025.XX, Continuation of Enmergency-Essential DoD Contractor
Services Overseas During Crisis Situations.

DoD Directive 4151.1, “Use of Contractor and DoD Resources for Mi ntenance
of Materiel, dated 15 July 1982

DoD Directive 4151.16, “DoD Equi pment Mai ntenance Prograni dated 23 August 1984

AF Regulation 70-7, *“Contingency Contracting Support Progrant, dated 2 July 1982

DA Pam 690-36, “A Cvilian Personnel Ofice Guide to the Comerci al
Activities Progrant, dated 15 Ot 83

Figure Q6

E.  GENERAL FI NDI NGS

1. To ensure that nobilization needs are fully considered, nobilization
manpower and personnel planners should partic:ipate in A-76 planning and
di scussions at the installation |evel.

2. Simlarly, to ensure that peacetine planning for nobilization con-
tracting is realistic, contracting officers should participate in any
pl anning on that subject, including planning for training additional con-
tingency contracting officers.

3. The degree of definition possible on the installation’s nobilization
contracting requirenents wll probably be the major determ nant on the
degree of detail which is possible in planning for nobilization contracting.

4,  The need for additional contingency contracting officers wll
probably constrain the speed with which nost installations can expand their
contract operations at nobilization. | nstal [ ation nobilization planners
who see a mmjor increase in contracting at nobilization may need to seek
positions or personnel categories who could be trained in peacetine for this
task as a secondary qualification and who could be available for contracting
during energencies.



